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THE EXPORT BOUNTY PROPOSITION. 

BY ALEX. R. SMITH, SECRETARY OF THE AMERICAN. MERCHANT 
MARINE ASSOCIATION. 



The last generation has been one of marvellous progress in 
the United States in every great industry save two, viz. : Agri- 
culture and shipping. The former has enormously increased in 
volume, although but little in value, while in the foreign trade 
the latter is on the verge of extinction. The condition of each is 
a reproach to the nation, a standing indictment of its statesmen, 
a demonstration of either their incapacity or their neglect. With 
excitable haste the Congress has been called together in extraor- 
dinary session to readjust protective schedules for our manufact- 
urers, when the root of the evil lie3 in the depressed condition — 
long sustained — of agriculture and shipping. 

And yet the announcement is made that the Congress will 
adjourn as soon as the tariff has been made more protective, so 
that the business of the country may be resumed, while two 
ulcers — one gnawing at the very vitals of the nation — are neither 
treated nor removed ! 

For the relief and protection of agriculture,; Senator Frank 
J. Cannon, of Utah, has become the sponsor and advocate in the 
Senate of what is known as "the export bounty proposition." 
He has offered an amendment to the pending tariff bill provid- 
ing for the payment of an export bounty on agricultural staples, 
in order, as he asserts, to equalize the benefits of protection in the 
United States. Based upon last year's exports of agricultural 
staples, he calculates upon a cash annual payment from the 
national treasury of about $48,000,000, in order to increase the value 
of the staples thus protected to the amount of about $225,000,000, 
in the home market. He has publicly asserted that fifteen Sena- 
tors have agreed to demand a vote upon his amendment before 
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the Tariff bill is disposed of.* The purpose of this is, doubt- 
less, to provide the advocates of the export bounty proposition 
with campaign material for wide distribution and discussion, 
to arouse public interest and the support of the people. 

A brief summary of the facts and conditions which these ad- 
vocates will be able to present from our census returns alone, will 
show how strong their premise will be, whatever the value of 
their conclusions : From 1870 to 1890 the area of land under cul- 
tivation increased from 188,921,099 to 357.616,755 acres, and the 
number of persons employed thereon from 5,133,000 to 8,215,000, 
while their products increased in value from $2,447,538,658 to 
$2,460,107,454 ; the wages of farm labor fell from $25.92 to 
$18.60 without board, and from $16.55 to $12.54 with board, 
during which same period the wages of factory operatives in- 
creased from $302 to $485 a year. The value of the farms, inclu- 
sive of land, fences, buildings, implements, machinery and live 
stock, increased in round numbers from ten to sixteen billions 
of dollars during those two decades. That is to say, while the 
area under cultivation doubled and employed 60 per cent, more 
labor, the value of the products increased but one half of one per 
cent., although the increased value of the farms has necessitated 
close to 60 per cent, increase in interest and taxes. To grasp the 
full import of this array of statistics is to appreciate, in a 
measure, the direful and even more desperate condition, to-day, 
of American agriculturalists. 

A few extracts from Senator Cannon's speech in support of his 
amendment, taken from the Congressional Record of May 25, 1897, 
will show the indorsements and present status of the proposition : 

" We have the highest testimonials in behalf of this proposition. Some 
of the purest and best statesmen the United States has had, have been its 
advocates. Hamilton and Albert Gallatin gave their voice to it. Hamilton 
went so far as to say that every dollar of duty collected for the protection 
of manufactures should be given back to agriculture through the medium 
of an export bounty, because it was inevitably taken from agriculture. 
Webster and Clay inferentially indorsed the same proposition, and the 
people of the United States are giving it their approval now. 

" I am in receipt of communications from State and Pomona granges, 
shipping organizations, boards of trade, and clergymen, all advocating that 

* On June 10, Senator Cannon's amendment was voted upon. Ten votes were 
cast for and fifty-nine against it. Senator Perkins offered to support it if Senator 
Cannon would accept an amendment limiting the payment of the bounty to exports 
of agricultural staples carried in American vessels, which Senator Cannon de- 
clined. 
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this principle shall be inaugurated at this time in behalf of equitable pro- 
tection to the people of the United States." 

In a newspaper interview published the next day, he is cred- 
ited with saying that " 100,000 people hare united in memorials 
which are now on file in the Senate" in behalf of the proposi- 
tion. 

The original and leading advocate of this proposition is Mr. 
David Lubin, of California, who is not only a proprietor in one 
of the largest commercial establishments on the Pacific Coast, 
but is also the owner of several hundred acres of California 
wheat land. For several years he has been devoting all of his 
time, and his own means entirely, to the discussion of his pro- 
position and the distribution of literature explanatory of it. 

The export bounty proposition may be thus defined : It has 
seemingly become the fixed policy of the government of the 
United States to protect those of its citizens whose labor, in the 
home market, is brought into competition with the imported 
products of foreign labor, which is accomplished through the 
tariff. The agricultural staples, of which a portion is exported, 
Mr. Lubin shows, cannot be protected by a tariff on imports, 
but, being sold in the world's open markets, command only the 
world's price. He also shows that American producers receive 
but one price for these staples, whether exported or consumed 
at home, and that is the foreign price, less the cost of delivery 
in the foreign market where the price is fixed. That is to say, 
if cotton were selling in Manchester for nine cents a pound, 
and it cost two cents a pound to move it from the plantation 
on which it was produced to Manchester, then, whether the 
cotton was consumed in the village adjoining the plantation, or 
in Manchester, the producer would receive but seven centaea 
pound for his product. So, too, with wheat. If it commanded 
a dollar a bushel in Liverpool, and it cost twenty-five cents a 
bushel to convey it from California to Liverpool, whether the 
wheat were consumed in Liverpool or in California, the pro- 
ducer would receive but seventy-five cents a bushel for it. 

Mr. Lubin contends, as do his supporters, that the producers 
of Egyptian cotton, or Argentine or Russian wheat, receive at 
the point of production the world'sprice for their products, leas 
the cost of transportation to the world's markets, precisely the 
same as our own farmers do, and hence the American producers 
VOL. CLXT.— JTO. 489, 15 
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of these staples are in unprotected competition with the cheapest 
and most degraded labor on the cheapest and most fertile lands 
in the world. The same machine tools and implements which 
were at one time almost the exclusive possessions of Americans 
are now in the hands of this low-priced labor, thus depriving 
American agriculturists of whatever advantage their exclusive use 
formerly gave them in competition with the rest of the world. 

These facts and conditions, says Mr. Lubin, are the real 
causes for the depressed prices of agricultural staples which has 
so long existed. This, he asserts, explains why the purchasing 
power of our agriculturists has become abridged, and the con- 
sequent decreased demand for and diminished production of our 
manufactures, with all of the consequent distress and misery 
which the lack of employment and the lack of income have of 
late years inflicted upon the country, which will continue to exist 
so long as the great agricultural portion of our population 
receives for its product no more than the cost — and in some cases 
not that — of production. 

In these circumstances, the advocates of this proposition 
assert but one of two things can restore prosperity to the nation: 
1. Either the producers of our agricultural staples must be per- 
mitted to buy in the cheapest market, in which the price of their 
products is fixed ; or, 2. The price of their products must be 
enhanced in the home market equally with the enhanced price 
which a duty on competing imports enables our manufacturers 
to obtain for their products in the home market. 

The advocates of this proposition say that to the extent the 
protective policy now reduces the cost of manufactures, because 
of the competition between home producers, to the same extent 
they will very cheerfully submit to the reduced cost of agricul- 
tural staples that home competition may effect through protec- 
tion by the export bounty. They say that the competition to 
which agricultural producers have been subjected of recent years 
because of the enormous agricultural development all over the 
world, and which is intensifying and perpetuating a condition 
that has already become intolerable to them, can only mean their 
survival through legislative aid. If this is denied them and they 
are driven from their farms into the other crowded avenues of 
employment, this will but accentuate the distress which such a 
change will involve both to themselves and to those with whom 
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they will thus come into competition. They point to the rapid 
absorption of sugar production, by which the Germans, through 
the operation of their export bounty, are displacing their foreign 
competitors in the sugar markets of the world. They too, they 
say, must be fortified with an export bounty, or displaced by 
their foreign rivals who now possess the advantages of cheap land, 
cheap labor, machine tools and implements of the latest improved 
pattern, accessibility to the cheapest transportation and unlimited 
capacity for enlargement, to the ultimate exclusion of American 
agricultural products from foreign markets, possibly involving, 
before such an accomplishment has been consummated, indus- 
trial changes that may test the strength of our social and politi- 
cal institutions. But all of this can be avoided, they believe, and 
with enduring benefit to the whole nation, if, in their com- 
petition with the rest of the world, they become possessed of such 
an advantage as their export bounty proposition would give them, 
and in the just equalization of the benefits of protection. 

The export bounty advocates have no fear, they say, of the 
exporters absorbing the bounty. The price of their products is 
at all times a matter of public knowledge, and the amount of the 
bounty would become a fixed and constant factor that could not 
be absorbed by anyone but the producer. Nor do they have any 
fear of the exporter using the bounty as a means by which to 
undersell others in the foreign markets. The world's price 
would not be affected by the American bounty, which would 
only be felt in the United States. Therefore the export bounty 
would be of no advantage to foreign consumers so far as effecting 
a reduction in price, beyond that effected by the aggregate 
world's increased production. The agricultural producer, then, 
they assert, would be placed upon the same plane in the home 
market, by protection, as the home manufacturer is. 

The public discussion of this proposition, which has been 
extended, and by no means confined to this country, has disclosed 
a peculiar and unexpected character of indorsement and opposi- 
tion. Free-traders, as a rule, who study the subject declare that, 
if protection is right, then the export bounty is also right ; but 
they declare that protection is all wrong, and that free trade is 
desirable. Those who oppose the proposition are protectionists. 
The manner in which the proposition is defined arouses their 
resentment, and they will not agree that the protective system is 
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inequitable and unjust. Their objections may be thus summar- 
ized : 1. That it would so stimulate home production as to depress 
the price of these staples until, even with the bounty added, it 
would be less than now. 2. That the government does not possess 
income sufficient to make such an annual outlay as this proposi- 
tion would necessitate. 3. That diversification of production is 
the solution, the scientific accomplishment of which would pre- 
vent the production of a surplus and give agricultural staples 
protection by tariff. 4. That the proposition means the protec- 
tion of these products in foreign markets. 5. The advocates of free 
silver coinage declare that the prices of these staples are fixed in 
gold standard countries where they are consumed, and the gold 
payments for which act as an enormous bounty to the producers 
of competing agricultural staples in silver standard countries, 
which the free and. unlimited coinage of silver at the ratio 
of 16 to 1 would put an end to. 6. Even the grangers themselves 
do not heartily support the proposition ; that is to say, in a 
national organization which represents a million or more of our 
farmers, this proposition has annually been hotly debated, 
strongly advocated, and in the end lukewarm and expressionless 
or guarded resolutions forced upon the friends of the proposi- 
tion. On the other hand, a large number of State and local 
granges have heartly indorsed it, as have boards of trade, cham- 
bers of commerce, and other associations, notably a gathering of 
shipbuilders in Philadelphia, in August, 1895. 

The advocates of the export bounty proposition meet the 
opposing arguments in about the following answers: 1. The 
world's prices of agricultural staples are based upon the world's 
available surplus, and any increased production in the United 
State3 would depreciate the price which the foreign competitors 
of our producers received equally with the depreciation in the 
price to our people, while the latter would always be fortified 
with an advantage over their competitors to the amount of the 
bounty. Moreover, it is obvious that if 1;he bounty did reduce 
the cost of these staples to such au extent as to make prices 
lower than at present, with the bounty added, the American con- 
sumers of such staples would be to no loss or disadvantage that 
they do not experience now. 2. The tariff of 1883 produced a 
surplus more than sufficient to provide for such an annual expendi- 
ture as the adoption of this proposition would involve, and there 
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would be no difficulty in obtaining the money if the proposition 
were generally approved. 3. Diversification has the effect of 
lowering the prices of all products now protected of which there 
is not a surplus. If diversification should succeed in preventing 
the production of a surplus, then there would be a falling off of 
about 70 per cent, of our exports, and, the balance being in- 
sufficient to pay for our imports, would drain ihe country of its 
gold, or involve it in a rapidly accumulating indebtedness, 
which would mean final bankruptcy. 4. The advocates of 
this proposition deny that it would afford any protection to our 
agricultural staples in foreign markets, and assert that it would 
have no effect whatever except in the home market. 5. If the 
contention of the free-silverites is correct, the adoption of their 
remedy would merely place our agricultural producers on an 
equality with their foreign competitors, when it is protection 
against that equality which they seek, involving, as that equality 
would, a levelling of American social conditions in agricultural 
pursuits to the plane of their compe.titors. 6. The discussions in 
the National Grange meetings have been more political than eco- 
nomic. Diversification has been tried, as suggested, they assert, 
with the result that it so affected the opponents of the propo- 
sition as to make them ready for its adoption. 

The cardinal basis of the demand for an export bounty on 
agricultural staples has always been its equity — that it would 
equalize protection, and that in justice protection should be ex- 
tended to all our citizens whose labor comes in competition with 
foreiga labor, so long as any portion of our labor is protected 
against such competition. When it was pointed out to Mr. 
Lubin, and afterward to the National Grange, Patrons of Hus- 
bandry, that American ships in the foreign trade were in unpro- 
tected competition with foreign ships, the fact was conceded, 
and they agreed that in order that protection should be equitable, 
it must also cover our shipping in the foreiga trade. In the bill 
(House No. 2626) introduced in the Fifty-fourth Congress as 
drafted by Mr. Lubin, protection was given to our shipping in 
the foreign trade by increasing the amount of the bounty ten per 
cent, when the exports were shipped in American vessels; and 
the great bulk of the petitions sent to Congress to which Sena- 
tor Cannon referred in his speech were in behalf of protection 
to both agricultural staples and our shipping in the foreign 
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trade. But these advocates of equitable protection have 
abaudotied our shipping in the foreign trade, and it 
forms no part of their present demands nor of Senator 
Cannon's amendment. Their reason for this abandonment 
is the unsubstantiated claim that their shipping supporters 
have deserted them. But they assert, too, that they are 
working for the good of the Bepublic, not for the farmers as a 
class. This is especially true of the claim of the clergymen who 
have become pulpit advocates of this proposition — its equity is 
their defence for such advocacy, the righteousness of the pro- 
position that all benefits must be shared equally — when they 
know, or ought to know, that, having admitted the injustice of 
leaving our shipping unprotected, they are now advocating a 
proposition that, until shipping is also protected, is inequitable 
and unjust. But, whether the farmers support them or not, 
these people advocate the export bounty proposition, they say, 
because of its equity. Basing their claim upon equity, neither 
the support nor the opposition of the farmers should influence 
them. If shipping, in equity, should be protected the attitude 
of the people affected ought to be unworthy of the consideration 
of these advocates. Having taken their stand upon the postulate 
of equity, they must accept the logic of it, uninfluenced by any 
considerations of support or opposition. 

From 1688 until the beginning of the present century, Great 
Britain gave a bounty to exporters of grain, conditioned on its 
shipment in British vessels, the master and three-fourths of the 
mariners of which were required to be British subjects. Thus, 
for more than a hundred years, the producers of agricultural 
staples and the owners of vessels carrying the exports thereof, 
were simultaneously protected under the English export bounty 
act. It is worthy of mention that, at the same time the British 
bounty act was in force, the discriminating duty policy, also 
protective of British shipowners in the foreign trade, was in 
force — the modification of which policy is being advocated by 
Senator S. B. Elkins, of West Virginia, and the friends of 
American shipping who believe in protection. It is only since 
the introduction of the Elkins discriminating duty bill for the 
protection of shipping in the foreign trade that the advocates of 
the export bounty proposition have ceased to include in their 
demands for equitable protection, equal protection for our ship- 
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ping. Should it ever occur that the export bounty proposition 
became acceptable to the American people, it is quite likely that 
a stipulation will be embodied in the bill providing for the pay- 
ment of the bounty only when such exports are made in American 
vessels, just as the British act always provided for the employ- 
ment of British ships for the carriage of exports of grain on which 
the bounty was paid. 

If our producers of agricultural staples — that is to say, of 
wheat, and corn, and cotton, and tobacco — and our manufac- 
turers and our shipowners should ever be equitably protected 
under one general bill, then protection would be enjoyed by all 
of our citizens whose labor is subject to foreign competition, and 
protection is neither asked nor required by any other of our 
industrial classes. If ultimately, say in a revenue tariff bill, 
there should be some such provision as the Cannon agricultural 
amendment, and another such as the Elkins bill in behalf of 
shipping in the foreign trade, then there would be no longer any 
reason to fear the quadrennial spectre of either tariff agitation or 
tariff change — but protection would have become permanent and 
have ceased to be either partisan or sectional. It would, in 
short, become as fixed an American economic principle as it was 
for centuries in Great Britain, until the days of Richard Oobden 
and John Bright, or as free trade long has been in Great Britain, 
whether the Liberals or the Conservatives are in control. 

If the export bounty proposition shall satisfy the agricultur- 
alists, and the discriminating duty policy shall satisfy the ship- 
owners, and the manufacturers are satisfied with the protection 
they receive, such concessions, after all, would be a very 
small price to pay for the cessation of partisan tariff agitation 
and the permanency of an American economic policy. 

If we shall but remember that we are one nation and one 

people, with infinitely diverse interests, and endeavor by patriotic 

concession and conciliation, instead of hide-bound partisanship, 

to adjust our legislation so that it shall deal fairly by all, we 

shall possibly arrive at something akin to unanimity in legislating 

where even the most stupendous and intricate economic problems 

are involved. 

Alex. B. Smith. 



